
 



 



 



Bourgeois Bennett 

INDEPENDENT AUDITOR'S REPORT 
To the Board of Commissioners, Hospital Service District No. 2, Lafourche Parish, Louisiana. 

We have audited the accompanying balance sheets of St. Anne General Hospital (Hospital Service District No. 2 of the Parish of Lafourche, State of Louisiana), a component unit of the Lafourche Parish Council, as of September 30, 2002 and 2001, and the related statements of operations, changes in fund balance and cash flows for the years then ended. These general-purpose financial statements are the responsibility of the Hospital's management. Our responsibility is to express an opinion on these general-purpose financial statements based on our audits. We conducted our audits in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general-purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall general-purpose financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. In our opinion, the general-purpose financial statements referred to above present fairly, in all material respects, the financial position of St. Anne General Hospital as of September 30, 2002 and 2001, and the results of its operations, changes in its fund balances, and its cash flows for the years then ended in conformity with accounting principles generally accepted in the United States of America. 
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Current Cash Certificates of deposit Assets limited as to use 

St. Anne General Hospital September 30, 2002 and 2001 ASS_KT~ 

Patient accounts receivable, net of estimated tmcollectibles and allowances (2002 - $6,020,822; 2001 - $6,206,021) Inventories Prepaid expenses Other Total current assets Assets Limited As To Use (Internally Designated) Board-Designated Plant, Equipment and Expansion Fund Debt Service Funds Unamortized bond issue costs 
Less amount required to meet current obligations Total assets limited as to use Property and Equipment Construction in progress Land and improvements Buildings Equipment Capital lease equipment 
Less accumulated depreciation Net book value Other Investment in Bayou Labs of Louisiana, L.L.C Total assets See notes to financial statements 

2002 2001 $ 2,095,727 260,000 
4,950,509 566,634 128,439 181,791 8,183,100 
4,812,110 181,394 69.091 5,062,595 
4,802,595 
117,821 340,776 10,151,469 10,302,714 
21,230,044 
6,493,356 509,426 

1,395,417 270,535 380,870 
5,744,274 577,079 125,432 85.593 8,579,200 
6,413,057 233,839 74,206 6,721,102 

346,691 340,776 9,308,298 9,782,826 
20,095,855 
6.437.128 499,959 $ 19,988,477 $ 21,856,519 



 



Revenues 

St. Anne General Hospital For the years ended September 30, 2002 and 2001 

Net patient service revenues Other operating revenues Equity in earnings of Bayou Labs of Louisiana, L.L.C Total revenues Expenses Salaries and wages Professional services Supplies and other expenses Interest Provision for bad debts Depreciation Total expenses Operating loss Nonoperating Income (Expense) Interest income on investments limited as to use By Board for capital improvements Debt service Gain (loss) on disposition of assets Other interest income Tax proceeds for maintenance and operations Taxes dedicated for debt service Bond interest and agent fees Unrestricted gifts Nonoperating income, net Excess Of Expenses Over Revenues See notes to financial statements 

Exhibit B 

2002 2001 
$ 21,436,086 584,528 9.467 22.030.081 
9,523,902 3,630,848 6,959,282 132,143 2,274,609 1.120.144 23.640.928 

96,194 2,880 14,675 38,011 103,476 (2,771) 2.000 254.465 

$ 19,688,141 796,923 62.484 20.547.548 
8,967,838 3,633,609 6,138,045 192,341 1,504,916 968.040 21.404.789 

406,374 13,635 (2,906) 56,119 99,138 224 (10,575) 
562.009 $___(1,356,382) $ (295,232) 



 



St. Anne General Hospital For the years ended September 30, 2002 and 2001 

Exhibit D 

2002 2001 Cash Flows From Operating Activities Operating loss Interest expense considered capital financing activity Adjustments to reconcile operating loss to net cash provided by (used in) operating activities: Depreciation Bond issue cost amortization Equity in earnings of Bayou Labs of Louisiana, L.L.C. Decrease (increase) in assets: Net receivables Inventories Prepaid expenses Other current assets Increase (decrease) in liabilities: Accounts payable Accrued expenses Estimated third-party payor settlements Net cash provided by (used in) operating activities Cash Flows From Noncapital Financing Activities Ad valorem taxes Other Net cash provided by noncapital financing activities Cash Flows From Capital and Related Financing Activities Purchase of property and equipment Proceeds from disposition of asset Principal payments of bo~ds payable Principal payments under capital lease obligations Interest paid on long-term debt Net cash used in capital and related financing activities 

(1,61o,847) 127,026 
1,120,144 5,117 (9,467) 793,765 10,445 (3,007) (96,198) (341,408) 170,963 

(857,241) 192,341 
968,040 5,476 (62,484) (542,371) (65,209) (43,411) (3,849) 65,929 (538,620) 

227.830 
103,476 2.000 99,362 
105.476 99.362 
(1,176,371) 14,675 (335,0oo) (67,512) 

(t,977,595) 2,000 (110,000) (63,719) (129~,798) (202,914) 
(1,694,006) (2,352,228) 



 



NOTES T STATEMENTS St. Anne General Hospital September 30, 2002 and 2001 

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES a) Reporting Entity 

Exhibit E 

St. Anne General Hospital (the "Hospital") is owned and operated by Hospital Service District No. 2 of the Parish of Lafourche, State of Louisiana (a nonprofit corporation organized by the Lafourche Parish Council). The Lafourche Parish Council appoints members to the Hospital Board of Commissioners (the "Board"), which exercises control over all administrative functions with respect to the operation of the Hospital. Based on the significant control that the Lafourche Parish Council (the "Parish") possesses, the Hospital is deemed to be a component unit of the Parish. The accompanying component unit financial statements present information only as to the transactions of the Hospital and do not present information on the Parish Council, or on the other governmental units that comprise the primary government reporting entity. 
b) Use of Estimates The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. c) Proprietary Fund Accounting The Hospital utilizes the proprietary fund method of accounting whereby revenue and expenses are recognized on the accrual basis. SubstantiaUy all revenues and expenses are subject to accrual. 



 

Exhibit E (Continued) 
Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) d) Accounting Standards Pursuant to Governmental Accounting Standards Board (GASB) Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary_ Fund Accounting, the Hospital has elected to apply the provisions of all relevant pronouncements of the Financial Accounting Standards Board (FASB), including those issued after November 30, 1989, that do not conflict with or contradict GASB pronouncements. 

e) Cash Equivalents For the purpose of the statements of cash flows, short-term certificates of deposit and interest bearing cash and short-term investments classified as assets limited as to use are considered to be investments rather than cash equivalents. 0 Investments Investments which comprise a portion of the Board-Designated Plant, Equipment and Expansion Fund, are carried at fair value based on quoted market price. Interest and gains and losses, both realized and unrealized, on investments are included in nonoperating income when earned. 
g) Inventories Inventories are valued at the lower of cost (first-in, first-out method) or market. h) Property and Equipment The Hospital records all property and equipment acquisitions at cost. Depreciation on property and equipment is provided for on a straight-line basis over their estimated useful lives, which range from 4 to 40 years. Depreciation expense includes amortization of capital lease equipment totaling $63,453 for each of the years ended September 30, 2002 and 2001. Accumulated amortization on capital lease equipment was $285,537 and $222,084 as of September 30, 2002 and 2001, respectively. When the related capital lease obligation is paid, the asset is reclassified from capital lease equipment to equipment. 
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Exhibit E (Continued) 
Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) i) Employee Vacation Benefits Employee vacation benefits are accrued and expensed in the period earned by the employee. 

j) Board-Designated Fund The Hospital accounts for its plant and equipment, related debt, and funds designated by the Board for future expansion in a separate fund, entitled The St. Anne General Hospital Plant, Equipment, and Expansion Fund. 
k) Income and Expense Classifications For purposes of display, transactions deemed by management to be ongoing, major, or central to the provision of health care services are reported as revenues and expenses within the statement of operations. Peripheral or incidental transactions are reported as nonoperating revenue and expense. 1) Revenue Net patient service revenue is reported at the estimated net realizable amounts from patients, third-party payors, and others for services rendered, including estimated retroactive adjustments under reimbursement agreements with third-party payors. Retroactive adjustments are accrued on an estimated basis in the period the related services are rendered and adjusted in future periods as final settlements are determined. m) Property Tax Revenue The Hospital receives special ad valorem taxes levied on property within the territorial boundaries of the Hospital Service District, which are accounted for as nonoperating revenue on an accrual basis as of the date the taxes are levied each year. Prior to the year ended September 30, 2002, some of these tax receipts were dedicated for interest and principal retirement of the public improvement bonds which are more fully described in Note 7. The remainder of these tax receipts are available for the maintenance and operation of the Hospital. 

11 



 

Exhibit E (Continued) 
Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) m) Property Tax Revenue (Continued) Interest expense payable from operating revenues of the Hospital is shown as an operating expense. Interest expense on public improvement bonds supported by tax revenues is shown as a nonoperating expense, since the tax revenues provided for payment of the interest are classified as nonoperating revenue. 

n) Charity Care The Hospital provides care to patients who meet certain criteria under its charity care policy without charge or at amounts less than its established rates. Because the Hospital does not pursue collection of amounts determined to qualify as charity care, they are not reported as revenue. o) Risk Management The Hospital is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets; business interruption; errors and omissions; employee injuries and illnesses; natural disasters; and employee health and accident benefits. Commercial insurance coverage is purchased for claims arising from such matters. Settled claims have not exceeded this commercial coverage in any of the three preceding years. 
Note 2 - CASH AND INVESTMENTS Louisiana state law allows all political subdivisions to invest excess funds in various obligations, including but not limited to, the following: obligations of the United States Treasury, federal agencies, and United States government instrumentalities; direct security repurchase agreements of the foregoing; time certificates of deposit of any bank domiciled or having a branch office in Louisiana; and the Louisiana Asset Management Pool (LAMP). Bank Deposits State law also requires that deposits (cash and certificates of deposit) of all political subdivisions be fully collateralized at all times. Acceptable collateralization includes FDIC insurance and the market value of securities purchased and pledged to the political subdivision. Obligations of the United States, the State of Louisiana, and certain political 
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Note 2 - CASH AND INVESTMENTS (Continued) Bank Deposits: (Continued) 

Exhibit E (Continued) 

subdivisions are allowed as security for deposits. Obligations furnished as security must be held by the political subdivision or with an unaffiliated bank or trust company for the account of the political subdivision. In accordance with state law all cash and deposits were collateralized. Cash and deposits are categorized into three categories of credit risk. Category 1 includes deposits covered by federal depository insurance or by collateral held by the Hospital or its agent, in the Hospital's name. Category 2 includes deposits covered by collateral held by the pledging financial institution's trust department, or its agent in the Hospital's name. Category 3 includes deposits covered by collateral held by the pledging financial institution, or its trust department or agent, but not in the Hospital's name. The year-end bank balances of deposits and carrying amounts are as follows 

Cash 
Bank Balances Risk Category $127,815 $ Repurchase agreements Certificates of deposit (including accrued interest) 394,293 Totals 

3 $2,367,567 Book BNances $2,247,535 970,690 970,690 1,854,082 2,252,544 
At September 30, 2002, cash and certificates of deposit in excess of the FDIC insurance were collateralized by securities held by unaffiliated banks for the account of the depositors. Hospital revenue bond proceeds (Note 7) are routinely invested in overnight repurchase agreements whereby the bank purchases federal government securities and holds these securities in the bank's name. These repurchase agreements are collateralized in accordance with state law, which states that securities acquired through repurchase agreements are deemed to be held in the political subdivision's name. 
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Note 2 - CASH AND INVESTMENTS (Continued) Investments: 

Exhibit E (Continued) 

The Hospital's investments are categorized to give an indication of the level of risk assumed by the entity at year-end. Category 1 includes investments that are insured or registered or for which the securities are held by the Hospital or its agent in the Hospital's name. Category 2 includes uninsured and unregistered investments for which the securities are held by the counterparty's trust department or agent in the Hospital's name. Category 3 includes uninsured and unregistered investments for which the securities are held by the counterparty or by its trust department or agent, but not in the Hospital's name. At year-end, the carrying amounts of investments are as follows: Risk Category 2 3 Carrying Amount 
Investments subject to categorization: Federal Home Loan Mortgage Corp. discount notes $100,707 $ $ $ 100,707 Investments not subject to categorization Louisiana Asset Management Pool (LAMP) Total investments 

1.517.755 
Assets limited as to use at September 30, 2002, includes $1,517,755 invested in the Louisiana Asset Management Pool (LAMP), a local government investment pool. In accordance with GASB Codification Section I50.126, the investment in LAMP at September 30, 2002 is not categorized in the three risk categories provided by GASB Codification Section I50.125 because the investment is in the pool of funds and therefore not evidenced by securities that exist in physical or book entry form. 
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Note 2 - CASH AND INVESTMENTS (Continued) 
Exhibit E (Continued) 

LAMP is administered by LAMP, Inc., a non-profit corporation organized under the laws of the State of Louisiana. Only local govemment entities having contracted to participate in LAMP have an investment interest in its pool of assets. The primary object of LAMP is to provide a safe environment for the placement of public funds in short-term, high quality investments. The LAMP portfolio includes only securities and other obligations in which local governments in Louisiana are authorized to invest in accordance with LSA-R.S. 33:2955. Accordingly, LAMP investments are restricted to securities issued, guaranteed, or backed by the U.S. Treasury, the U.S. Government or one of its agencies, enterprises, or instrumentalities, as well as repurchase agreements collateralized by those securities. Effective August 1, 2001, LAMP's investment guidelines were amended to permit the investment in government-only money market funds. In its 2001 Regular Session, the Louisiana Legislature (Senate Bill No. 512, Act 701) enacted LSA-R.S. 33:2955(A)(1)(h) which allows all municipalities, parishes, school boards and any other political subdivisions of the State to invest in "Investment grade (A- l/P-1) commercial paper of domestic United States corporations". Effective October 1, 2001, LAMP's Investment Guidelines were amended to allow the limited investment in A-1 or A-l+ commercial paper. The dollar weighted average portfolio maturity of LAMP assets is restricted to not more than 90 days, and consists of no securities with a maturity in excess of 397 days. LAMP is designed to be highly liquid to give its participants immediate access to their account balances. The investments in LAMP are stated at fair value based on quoted market rates. The fair value is determined on a weekly basis by LAMP and the value of the position in the external investment pool is the same as the value of the pool shares. LAMP, Inc. is subject to the regulatory oversight of the state treasurer and the board of directors. LAMP is not registered with the SEC as an investment company. A reconciliation of deposits and investments as shown on the balance sheets is as follows 
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Note 4 - NET PATIENT SERVICE REVENUE 
Exhibit E (Continued) 

The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts different from its established rates. A summary of the payment arrangements with major third-party payors follows: Medicare - Inpatient acute care services rendered to Medicare program beneficiaries are paid at prospectively determined rates per discharge. These rates vary according to a patient classification system that is based on clinical, diagnostic, and other factors. Inpatient nonacute services and certain outpatient services related to Medicare beneficiaries are paid based on a cost reimbursement methodology. The Hospital is reimbursed for cost reimbursable items at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audits thereof by the Medicare fiscal intermediary. Medicaid - Inpatient and outpatient services rendered to Medicaid program beneficiaries are reimbursed under a cost reimbursement methodology. The Hospital is reimbursed at a tentative rate with final settlement determined after submission of annual cost reports by the Hospital and audits thereof by the Medicaid fiscal intermediary. The Hospital also has entered into payment agreements with certain commercial insurance carriers and health maintenance organizations. The basis for payment to the Hospital under these agreements includes prospectively determined rates per discharge, discounts from established charges, and prospectively determined daily rates. The Hospital is unable to predict the future course of federal, state, and local regulation or legislation, including Medicare and Medicaid statutes and regulations. Future changes could have a material adverse effect on the future financial results of the Hospital. 
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Note 6 - RELATED PARTY TRANSACTIONS a) Investment in Limited Liability Company 

Exhibit E (Continued) 

On October 29, 1997, St. Anne General Hospital and two other hospitals (the "Members") entered into a limited liability company operating agreement and formed Bayou Labs of Louisiana, L.L.C. ("the L.L.C."). The L.L.C. intends to operate at all times in such a way as to be classified as a cooperative hospital service organization under Section 501(c) of the Internal Revenue Code. The purpose of the L.L.C. is to own and operate a cardiac catheterization laboratory for the exclusive use ofinpatients and outpatients of the members. The laboratory, which is located at St. Anne General Hospital, was placed in service in October 1998. As of September 30, 2002, St. Anne General Hospital has invested $320,000 in the limited liability company which was used primarily for the purchase of the catheterization equipment. The Hospital accounts for its investment in the L.L.C. under the equity method of accounting. Following is a summary of financial position and results of operations of Bayou Labs of Louisiana, L.L.C. as of and for the years ended September 30, 2002 and 2001: 
Current assets Equipment Total assets Current liabilities Limited liability company equity Total liabilities and limited liability company equity Fees Net income 
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2002 2001 $1,030,186 509.490 $ 907,053 636,305 
$ 11,399 1,528,277 $ 43,481 1,499,877 
$1.539.676 $1.543.3 $__277,381 $539.741 $28.400 $187.452 



Note 6 - RELATED PARTY TRANSACTIONS (Continued) b) Lease 

Exhibit E (Continued) 

The Hospital leases space to the L.L.C. for a monthly rental of $304. The lease was executed effective January 1998 for five years. At the expiration of the current term, the lease will automatically renew for additional one-year terms unless cancelled by either party. 
c) Operations The Hospital reimburses the L.L.C. for procedures performed in the cardiac catheterization laboratory based on a mutually agreed-upon rate per procedure. This rate is determined based on the amounts expected to be received from the patients' insurers for the procedures performed. The Hospital performs the billing and collections function for all services rendered by the laboratory. During the years ended September 30, 2002 and 2001, the Hospital paid the L.L.C. $277,381 and $539,741, respectively, for procedures performed. As of September 30, 2002 and 2001, amounts due to the L.L.Co for procedures performed totaled $166,195 and $259,142, respectively. The Hospital provides labor and supplies for the operation of the cardiac catheterization laboratory. The L.L.C. reimburses the Hospital for these expenses at a mutually agreed-upon rate per procedure performed. During the years ended September 30, 2002 and 2001, the Hospital reported income from the provision of labor and supplies totaling $82,426 and $155,785, respectively. As of September 30, 2002 and 2001 reimbursements due from the L.L.C. totaled $11,399 and $43,481, respectively. 

Note 7 - LONG-TERM DEBT Public Improvement Bonds During 1977, the Hospital Service District issued public improvement bonds totaling $1,500,000 to finance expansion of the hospital. Interest payments and principal retirements of the bonds were funded through special ad valorem taxes levied on property within the boundaries of the Hospital Service District. The bonds matured and the final interest payments and principal retirements were made during the year ended September 30, 2002. 
20 



Note 7 - LONG-TERM DEBT (Continued) Hospital Revenue Bond 

Exhibit E (Continued) 

On July 12, 2000, the Hospital Service District issued Hospital Revenue Bond, Series 2000 of Lafourche Parish Hospital Service District No. 2 of the Parish of Lafourche, State of Louisiana in the amount of $4,000,000 payable to Louisiana Public Facilities Authority (the "Authority"). Under an agreement the Authority has loaned the Hospital Service District a portion of the proceeds received from its sale of Louisiana Public Facilities Authority Equipment and Capital Facilities Pooled Loan Program Revenue Bonds, Series 2000 (Authority Bonds). The Hospital Service District intends to utilize the loan proceeds to organize and construct additions and improvements to the Hospital including but, not limited to, telemetry equipment, labor and delivery room renovations, physician-employee office space, and emergency room renovations. The Hospital Revenue Bond is payable as to principal and interest solely by a pledge of income, revenue and receipts to be derived from the operation of the Hospital, subject only to prior payment of reasonable and necessary expenses of operating and maintaining the Hospital. Interest on the unpaid principal balance of the Hospital Revenue Bond is to be paid at the rate borne by the Authority Bonds, which varies and currently is estimated to approximate 2%. Interest expense on bonds payable for the years ended September 30, 2002 and 2001 totaled $66,294 and $142,842, respectively. In addition to interest, the Hospital will pay quarterly, a letter of credit fee and a remarketing fee which aggregate approximately 1.365% per annum of the total of the outstanding principal balance owed by the Authority to its bondholders plus a reserve for interest for 106 days at 12%. The following is a summary of bonds payable at September 30: 2002 Hospital Revenue Bond, Series 2000, variable rate, due in 16 annual principal installments beginning July 1, 2002 and ending July I, 2017 Public Improvement Bonds, Series 1977, 4.5% to 5.6% due serially to 2002, with annual principal installments of $120,000 Less current maturities 

2001 
$3,785,000 $4,000,000 
3,785,000 (260,000) 120,000 4,120,000 (380,870) Bonds payable, net of current maturities $3,525,000 $3.739.13Q_ 21 



Note 7 - LONG-TERM DEBT (Continued) 
Exhibit E (Continued) 

The annual requirements to amortize bonds payable at September 30, 2002 including interest estimated using rates in effect at that date are as follows: Year Ending September 30, Principal Interest. 2003 2004 2005 2006 2007 2008-2012 2013-2017 

$ 260,000 260,000 265,000 260,000 260,000 1,305,000 1,175,000 

$ 75,890 70,870 65,460 60,150 54,940 196,600 65.680 

Totals $ 335,890 330,870 330,460 320,150 314,940 1,501,600 1,240,680 
Payments of interest, principal, and administrative fees are funded through monthly payments to a bond sinking fund trust account and quarterly payments to an administrative trust account. Funds in these accounts are restricted for these purposes. Capital Lease Obligations The Hospital acquired equipment under the provisions of various long-term leases. For financial reporting purposes, minimum lease payments relating to the equipment have been capitalized. The following is a summary of capitalized lease obligations: 2002 2001 Capitalized lease obligation, discounted at a rate of 5.35%, due in monthly installments of $3,724 to July 2003 $ 36,342 $ 77,872 Capitalized lease obligation, discounted at a rate of 6.51%, due in monthly installments of $2,367 to July 2003 Less current maturities Capital lease obligations, net of current maturities 22 

22,979 59,321 (59,321) 
48,961 126,833 (67,512) 



Note 7 - LONG-TERM DEBT (Continued) 
Exhibit E (Continued) 

Interest expense on capital lease obligations for the years ended September 30, 2002 and 2001 totaled $5,580 and $9,372, respectively. The future minimum lease payments due as a result of these noncancellable capital leases together with the present value of the minimum lease payments as of September 30, 2002 are as follows: Total minimum lease payments due during the year ending September 30, 2003 Amount representing imputed interest Present value of capital lease obIigations 
Note 8 - EMPLOYEE RETIREMENT PLAN 

$60,910 (1,589) 

Note 9 - CONCENTRATION OF CREDIT RISK The Hospital grants credit for health care services rendered to patients who reside primarily in Lafourche Parish, Louisiana. The mix of receivables from patients and third-party payors at September 30, 2002 and 2001, was as follows: 



 



Note 11 - COMMITMENTS 
Exhibit E (Continued) 

In connection with the Hospital Revenue Bond, Series 2000 (Note 7), the Hospital has entered into a "Reimbursement Agreement" and a "Reimbursement Promissory Note" to evidence its obligation to reimburse a bank which has issued a letter of credit to secure the payment of Louisiana Public Facility Authority Bonds. Included in the "Reimbursement Agreement" are certain debt covenants, including, but not limited to, requirements related to the ratios of debt service coverage, total liabilities to fired balance, and loan to value, as well as certain financial reporting requirements. For the year ended September 30, 2002, all debt covenants have been complied with except for the debt service coverage ratio, non- compliance with which was waived by the bank. In addition, the Hospital granted a mortgage in favor of the bank as a condition precedent to issuing the letter of credit. The Hospital is in the second year of a five-year contract with a home health care management company for the operation and management of its home health care services. As compensation, the Hospital will pay the management company 15% of net patient revenue and 33.33% of the profits, as defined in the contract, from home health care services. 
The Hospital had an agreement with a not-for-profit corporation which established and operated a Behavioral Health Unit at the Hospital. The agreement had an original term of four years beginning April 1, 1992 and continued under successive one-year renewal options. Under the agreement, the Hospital made available a minimum number of beds in a separate wing, and provided billing, collection, and other services for the Unit. The not- for-profit corporation paid all costs of staffing the Unit and provided related clinical and other administrative services. The Hospital charged the patients for the psychiatric services rendered and paid a fixed fee per reimbursed patient day to the not-for-profit corporation. In February 2002, this contract was terminated and the Hospital took over operations of the Behavioral Health Unit. 

Note 12 - CONTINGENCIES The Hospital carries professional liability insurance for medical malpractice losses up to $100,000. It is a member of the Louisiana Patients' Compensation Fund, which provides coverage for any such losses in excess of $100,000 up to the $500,000 statutory maximum of awards for such damages in Louisiana. The Hospital is a defendant in several lawsuits. Management of the Hospital believes, however, that no probable losses have been incurred as a result of these claims, and no provision has been made in the financial statements for any liability that might be incurred from their ultimate resolution. 
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Nursing Services Administrative office 

St. Anne General Hospital For the years ended September 30, 2002 and 200I 

Ambulatory surgery Cardiac catheterization laboratory Central services and supply Delivery and labor rooms Emergency services Home health services Intensive care Medical and surgical unit Newborn nursery Operating room Skilled nursing facilities Specialized nursing assignment plan Lockport Medical Clinic St. Anne Medical Clinic (old) St. Amae Surgical Ctinie St. Anne Internal Medicine Clinic St. Anne Medical Clinic (new) St. Anne Women's Clinic St. Anne Rehabilitation Hospital 
Other Professional Services Anesthesiology Behavioral health Cardiopulmonary Environmental services Infection control Laboratory Health information service Phamaacy Physical therapy Radiology 

2002 Salaries and Professional Services Supplies and Other 235,910 $ 4,758 39,308 84,331 239,363 420,390 224,282 338,713 1,238,710 79,239 586,451 167,439 63,733 166,042 
587,251 120,554 711,842 225,411 

$ 4,840 278,481 
656,659 184,840 695 
40O 
730 
20,335 662 662 920.673 

86,891 640,767 14,585 36,781 40,965 18,899 121,765 13,860 144,116 14,895 
18,533 
31,438 5,366 30,983 249,033 4.439 

$ 240,750 4,758 404,680 725,098 253,948 1,113,830 450,087 357,612 1,361,170 93,099 730,967 182,334 63,733 185,305 639,024 126,582 743,487 1,395,117 4.439 
5,533,727 2,064,137 1,478,156 
216,300 374,448 314,909 69,035 18,149 423,414 205,248 195,993 335.418 
2,152,914 
28 

45,511 545,124 236,379 
210,946 
54,753 175,315 
1,268,028 

7,285 26,677 64,958 290 34 543,063 12,323 585,760 103.730 1,344,120 

$ 269,096 946,249 616,246 69,325 18,183 1,I77,423 217,571 781,753 54,753 614,463 



 



 



 



 



PORT ON COMPLIANCE AND ON INTERN CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF THE GENERAL-PURPOSE FINANCIAI, STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARD 
To the Board of Commissioners, Hospital Service District No. 2, Lafourche Parish, Louisiana 

contained in Government Auditing Standards, issued by the Comptroller General of the United States Compliance 
As part of obtaining reasonable assurance about whether the general-purpose financial statements are free of material misstatement, we performed tests of the Hospital's compliance with certain provisions of laws, regulations and contracts, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards 

1340 West Tunnel Blvd., Suite 430 P O. Box 2168 Hound, LA T036~ -1~68 Phone (985) 868-0139 Fax (985) 879-1949 
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Internal Control Over Financial Reporting In planning and performing our audit, we considered the Hospital's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the general-purpose financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the general-purpose financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we considered to be material weaknesses. This report is intended for the information of the Board of Commissioners, management of the Hospital, and the Legislative Auditor for the State of Louisiana and is not intended to be and should not be used by anyone other than these specified parties. 

New Orleans, Louisiana, December 30, 2002. 
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